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not that the various real estate barometers advanced by sizable amounts 

during the month, but because so many of them fell so little. Real estate 
activity has now been below the normal line for practically 1 year, and in pre- 
vious readjustment periods, most real estate barometers 1 year after real estate 
crossed the normal line were trending down badly. 


aT HE month of March was a relatively satisfactory month for real estate, 


It would be too much to expect that, in view of the general economic situa- 
tion, many of the trends would be up. In spite of the recession in business, how- 
ever, one trend which is still up is residential rents. In spite of unemployment 
and a drop in overtime payments, the average rent paid has continued to advance. 
This is shown on page 201 in this report. 


It is also interesting that the sales index on the selling price of existing hous- 
ing has shown only a microscopic io 10.19%6* _ 
drop, and at the present time is Housing Vacancies 
still very close to the all-time UNITED STATES 
peak reached in January 1956. Our 
figures would indicate that, on the 
average, single-family residences 
are now selling for about .9 of 1% 
less than they sold for at that ; 4 
time. In view of the economic dis- 
tress and the drop in the number 
of real estate sales, the smallness 
of this drop seems significant, and 
is an indication of the relative 
firmness of the real estate market. 
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The chart to the right shows the 
latest figures on residential vacan- 
cies in the United States. Vacancy 
increased in each classification in 
the first quarter of 1958 in com- 
parison with the last quarter of 
1957. This was to be expected in 
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view of unemployment, and it is probable that vacancy will increase still further 
during the coming months. It is significant, however, that at the present time 
vacant units for rent are still only 2. 2% of the housing supply. This is certainly 
not an excessive vacancy. 


The chart at the bottom of the opposite page shows private housing starts 
in the United States expressed in terms of an annual rate. It will be noticed that 
the highest point was reached at the end of 1954 when we were building at a rate 
of 1,435,000. From then until the spring of 1957 the trend was definitely down. 
During the second half of 1957 we built at a more rapid rate than we had during 
the first half, but 1958 has seen a resumption of the downward trend. In March 
we were building at an annual rate of 880, 000 new dwelling units. 


The liberalization of FHA and VA provisions, together with the loosening of 
credit, is generally expected to develop more building volume than we would 
otherwise have. Some optimistic observers have estimated that these changes 
would bring about an increase of from 150, 000 to 200, 000 dwelling units a year. 
This does not seem probable to us. We still believe that we will end the year 
with something less than 1,000, 000 private housing starts. 
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The large charts on the following two pages show business activity and real 
estate activity from 1948 to the present. Both would indicate that the business 
boom of the 1950’s and the real estate boom of the 1940’s and 1950’s are over, 
and that we are now in a readjustment period. Insofar as real estate activity 
goes, each succeeding month since September has seen the number of voluntary 
transfers of real estate in relationship to the number of families decline to a 
lower level. It seems likely, therefore, that real estate activity will remain 
below normal for a considerable period. 


The number of mortgage recordings as shown on this chart fluctuates with 
real estate activity, and it, too, at the present time is at a new low on the chart. 


Residential building costs, as typified by the line showing the construction 
cost of a six-room frame house built in St. Louis, after successive rises, have 
shown a very slight decline. We doubt whether building costs in 1958 will de- 
cline much further, although a slight drop may still be in prospect. 


One reason the selling prices of existing properties have shown the firm- 
ness indicated by our chart on page 198 is the firmness in replacement cost new. 
Over a period of years, changes in replacement cost have a greater effect on the 
values of buildings already built than any other single factor in the economy. 


The chart on page 202 shows a comparison of the number of real estate trans- 
fers recorded each month with the number of real estate mortgages. The simi- 
(cont. on page 202) 
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Peak rate, August 1950 ... 1,478,000 
High, December 1954 .... 1,435,000 
February 1958 890, 000 
March 1958 880, 000 
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(cont. from page 199) 

larity of the two lines is striking, as is the rather consistent drop during 1956, 
1957, and 1958. Unless the prospective home owner becomes more enthusiastic 
about buying real estate in today’s market, all of the ease in the money market 
will not cause the number of recorded mortgages to increase. Intention surveys 
which have been made recently have indicated that fewer families expect to buy a 
home in 1958 than purchased one in 1957, and it seems probable that these sur- 
veys are correctly delineating the situation. 


The purchase of a home, to the average family, is probably the biggest single 
financial investment it will ever make. If a housing shortage existed at the pres- 
ent time, there might be some compulsion forcing action in the relatively near 
future. With a more or less balanced supply of housing, however, the purchase 
of a home is now a postponable item, and it seems likely that, in a period when 
overtime has practically disappeared and unemployment is increasing, the num- 
ber of purchases will decline. We look for no rapid upward movement in real 
estate transfers during the current year, and, accordingly, we do not expect 
the number of recorded mortgages to show any big pickup. 


The table and chart on the following page show the average interest rates 
of recorded mortgages in 12 major cities of the United States in contrast with 
interest rates on 90-day Treasury bills, long-term Governments, first-grade 
corporates, and high-grade municipals. The rather dramatic drop in interest 
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rates on Treasury bills is, of course, the result of Federal Reserve Board ma- 
nipulations. The Board’s easy money policy is having its effect on longer term 
bonds and will, undoubtedly, have some effect later on mortgage interest rates. 


A study of the chart would indicate that most interest rates other than mort- 
gage interest rates, hit a peak in 1953, and then started declining. The rates of 


AVERAGE INTEREST RATE OF RECORDED MORTGAGES 
IN 12 MAJOR CITIES OF THE UNITED STATES 
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recorded mortgages, however, did not hit their peak until 7 or 8 months after 
other interest rates had been dropping. Similarly, Treasury bills started their 
rapid ascent in the middle of 1954, and reached a peak in the fall of 1957. Mort- 
gage interest rates did not start to rise until January 1956, and have had a gen- 
erally upward trend from that time through February 1958. Whether the drop in 
the March figure is merely a random movement or whether the February figure 
will remain the high for some time, is still too early to say. It seems likely, 
however, that the next few months will show some decline, leaving February 
as the peak. 

















